
REPORT/RECOMMENDATION TO THE BOARD OF SUPERVISORS
OF SAN BERNARDINO COUNTY, CALIFORNIA

AND RECORD OF ACTION

March 16, 1999

FROM: CAROL T. SHEARER
Acting County Administrative Officer

SUBJECT: 1999-00 BUDGET FORECAST

RECOMMENDATION:

1. Review the spending and income projections used to develop the 1999-00 proposed budget
financing plan, and the County Administrative Officer recommendations for funding
allocations as contained in this report.

 
2. Instruct the County Administrative Officer to develop departmental budget targets based on

the data and conclusions in this report, as modified by further Board action, to develop a
balanced budget for 1999-00.

 
3. Direct the County Administrative Officer and the Clerk of the Board to schedule hearings on

the proposed budget beginning Monday, June 14, 1999, with final adoption of the 1999-00
final budget scheduled for Tuesday, June 29, 1999.

BACKGROUND INFORMATION:

Each year at this time, this office prepares and presents to the Board a report that serves as the
basis for budget development for the coming year.  The report covers three areas:

• The county’s mid-year financial condition – an update on the status of the county’s budget in
the current year, including an estimate of year-end fund balance or budget deficit

 
• The Governor’s budget – a review of the proposed state budget for potential impacts on the

county
 
• Budget financing plan – a projection of quantifiable changes in program costs or revenues

which may impact county finances in the coming year, as well as identification of other
issues or concerns which could impact the county budget

Record of Action of the Board of Supervisors
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During much of the 1990s, the county’s budget planning process was characterized by large
deficits, deep program cuts, and financial uncertainty.  Through it all, despite dwindling
resources and skyrocketing welfare caseloads, the Board established two priorities:
preserving critical public services and restoring the county’s financial stability.

Having eliminated the structural deficit in 1998-99, the challenge facing the county today is to
“stay the course”.  There is tremendous pent-up demand for county budget resources, yet the
growth in those resources remains modest.  In addition, several substantial new sources of
revenues – principally the proceeds of the tobacco lawsuit – require careful consideration.

CURRENT YEAR BUDGET STATUS

Analysis of the county’s budget status in the current year shows a budget on course.   In those
instances where overruns are projected, the county’s contingency account is more than
adequate to cover the overage.

Departmental operating cost overruns and savings
Welfare caseloads 0.7
Information Services/Year 2000 compliance (0.8)
Juvenile Court regionalization (1.6)
Other departmental variances 1.2

Countywide/nondepartmental costs and revenues
Net unallocated countywide revenues 3.8
UltraScreen/WestFest (1.2)

Net available contingency appropriation 5.0

ESTIMATED YEAR END FUND BALANCE 7.1

1998-99 FUND BALANCE ESTIMATE

DEPARTMENTAL OPERATING COST SAVINGS AND OVERAGES

There are few major variances in the current year.  The most significant of these have received
previous Board review, and in a number of cases were approved with the expectation of
utilizing contingency funds to provide a bridge between the funding need this year and the
1999-00 budget planning process.

Significant departmental budget variances are highlighted as follows:
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Welfare caseload decreases - $0.7 million savings

Welfare caseloads continue to decline, with resultant savings for the county, which contributes
a fairly small percentage of the total welfare program funding, and the state and federal
government.  In those areas where program enhancements have been required in this year
due to state funding allocation decisions, program revenues such as realignment have been
sufficient to cover the cost increases.

Information Services/Year 2000 compliance - $0.8 million additional cost

As previously reported to the Board, the county’s Year 2000 efforts have required additional
expenditures beyond what had been planned in the current year budget.  While the
Information Services Department continues to work to mitigate this budget impact, at present
an $800,000 overrun is projected.

Juvenile Court Regionalization - $1.6 million additional cost

In September, the Board approved funding to staff a juvenile delinquency court in the west
district.  Expenditures approved by the Board included both start-up and ongoing costs for
prosecution, defense, and probation support.  For 1998-99, these costs were to be funded
through the county’s contingency appropriation.

Other departmental variances - $1.2 million savings

In total, all other departments are projecting net savings totaling $1.2 million.  While the
majority of these variances are spread in small amounts throughout many departments, the
most significant include:

• Board approved mid-year changes to fund planning and economic development activities,
including the Glen Helen Specific Plan and the Multi-Species Habitat Conservation Plan
totaling approximately $750,000, funded from contingencies

• Savings of $250,000 in unemployment insurance costs related to the continued
improvement in the economy

• Strong collections activity totaling approximately $800,000 through the county’s centralized
collections division

COUNTYWIDE/NONDEPARTMENTAL COST OVERRUNS AND REVENUES

Some of the most substantial budget variances of the current year are in nondepartmental
categories of costs and revenues.  These are detailed below:

Countywide unallocated revenues – $3.8 million additional revenue

As has been the case in recent years, both sales tax and vehicle license fees (VLF) continue
to perform above budgeted levels.  VLF revenues are up 1.3% from budget, or $900,000, and
general purpose sales tax revenues are projected to exceed budget by approximately
$500,000.  Property related revenues are also projected to exceed budget by approximately
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$400,000 in total, principally due to transfers of property and the related property transfer tax
revenues.  Proceeds related to the liability insurance bond and net savings from the issuance
of the 1998-99 TRANs, partially offset by costs of judicial foreclosures, will produce another
$2 million.

WestFest/UltraScreen - $1.2 million additional cost

The issues associated with both of these budget overruns have been previously discussed
with the Board.  Staff continues to work on a long-term approach for restructuring UltraScreen
Theatre operations and reducing the county’s cost.  However, under the current structure this
budget is expected to require an additional $200,000 in general fund support through year-
end.  In addition, as previously reported to the Board, the general fund cost for the 1998
WestFest totaled $968,000.

NET AVAILABLE CONTINGENCY APPROPRIATIONS - $5 million

When the final budget was adopted in June, the Board directed that any additional fund
balance that might be identified once the 1997-98 budget year was closed was to be placed
into contingencies for later Board consideration.  This was done.

After accounting for the portions of the contingency appropriation which the Board
subsequently:  1) allocated to the justice facilities reserve and 2) set-aside for the county’s
costs of Ventura implementation, there was a net available contingency appropriation of $5
million.  This funding is available to offset the unanticipated costs identified earlier in this
report.

1999-00 GOVERNOR’S BUDGET

Despite the high hopes of local government officials, the Governor’s budget offers no relief to
local governments.  In fact, analysis of the budget proposal shows counties as the only real
losers in the package.  That said, it is heartening that there is discussion in the budget
summary of an intent to establish a positive relationship with local governments.  In addition,
the Governor’s budget makes note of the fact that unless all levels of government are healthy,
no level of government can improve.

The Governor’s budget estimates general fund expenditures of $60.5 billion in 1999-00, up
$2.2 billion or 3.8% from the current year.  This continues the trend of modest but steady
growth that has characterized the past four years, when state spending has grown a total of
32.8% from 1995-96 to 1998-99.

It may be of interest for the Board to note that, by comparison, county expenditures through
that same period have grown by 8.8%.

Unfortunately, the projected $4 billion, or 7.1%, growth in state general fund revenues is
$2.3 billion below last year’s estimates.  This gap is due to a slowing of revenue growth rates,
and the impact of the tax cuts and spending increases adopted last year.
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The Governor proposes to close the budget gap by delaying expenditures (principally
payments to counties), using lease revenues for some capital expenditures, applying for
federal waivers, and utilizing tobacco settlement revenues.  The principal provisions of the
Governor’s 1999-00 budget that impact San Bernardino County include:

• A 50% cut of the statutory Trial Court Funding MOE relief programmed for 1999-00.  For
San Bernardino County, this is a $1.1 million loss.

 
• A $44 million deferral of flood control subvention payments enacted in legislation last year.

San Bernardino County’s share of this reduction is $2.9 million.
 
• Continuation of the Citizens’ Option for Public Safety (COPS) funding, but with funding for

sheriffs detention costs and prosecution eliminated.  For San Bernardino County, this
equates to a $1.2 million loss.

• Elimination of CalWORKS rollover allocations to counties.  Because of the tremendous
challenges in “ramping up” the new CalWORKS programs, counties had previously been
assured that, for the first three years, any unspent funds could be carried over into
subsequent years.  Instead, the Governor proposed to use these monies to help finance
the 1999-00 budget.

 
• Pass-through of federal sanctions for California’s failure to meet child support automation

timelines.  While this is not expected to have a direct general fund impact, since the child
support program is self-sustaining, the assessment could total several million dollars.

It must be noted that most of the Governor’s revenue assumptions are conservative, and there
are many who expect the May Revise to show increased available resources.  However, the
Governor has already indicated his three priorities for any additional revenues coming out of
the May Revise would be:  1) education funding enhancement, 2) augmentation of state
reserves, and 3) state employee raises.  Local government fiscal relief is clearly not a priority
for the Governor in the upcoming budget year.

While there are no concrete proposals for assisting local governments, the Governor’s budget
does speak at some length to the issue of remedying the state/local fiscal problem.  To that
end, the budget summary directs the Office of Planning and Research to make
recommendations within 45 days regarding the appropriate forum and method for discussions
of local financial stability and revenue raising authority.

In addition, two other efforts related to the state/local fiscal relationship are in progress:

• The LAO has issued a report that urges the legislature to abandon any efforts to further
mitigate the property tax shift, in favor of a broader discussion of state/local fiscal
realignment.  The report is positive and constructive overall, but it unfortunately lends
justification to no action, or delayed action, on the very important issue of remedying the
negative effects of the property tax transfer.

 
• The Senate Budget Committee, headed by Chairman Steve Peace, has completed a series

of local government finance forums aimed at evaluating the roots of the problem, and
identifying options.   His work is ongoing as well.
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Although the outcome of these efforts is hard to predict at this early stage, they reflect
recognition of local government financing issues that could be important as the state budget
process unfolds.

While the Governor’s proposals help frame the budget discussions, the final adopted state
budget will certainly look quite different from the Governor’s budget as submitted.  Already, a
number of key members of the legislature have objected to the proposals to abrogate last
year’s obligations, particularly as to the trial court funding relief and flood control subventions.
However, it will be up to local governments to make their case if any significant progress is to
be made.

Recognizing how vastly the final state budget can differ from the Governor’s January budget
proposals, the county’s budget financing plan historically has not incorporated any specific
proposals made in the Governor’s budget.  Despite this, and despite encouraging signs from
key members of the legislature, staff is recommending taking a conservative approach by
assuming the lower level of trial court fiscal relief proposed in the Governor's budget.  This is
discussed further later in this report.

1999-00 BUDGET FORECAST AND FINANCING PLAN

The financing plan for 1999-00 includes recommendations for funding of:  1) departmental and
program needs; 2) medical center debt service needs; and 3) contingencies and reserves.
With the exception of the use of current year anticipated fund balance, the financing plan uses
only ongoing funding sources and cost savings to fund the budget plan.

FUNDING REQUIREMENTS FOR 1999-00

The financing plan reflects continuation of the conservative spending policies that permitted
the county to eliminate the structural budget deficit in 1998-99.  The principal components of
the plan include:
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Costs of departmental/program operations - $16.5 million increase

The 1999-00 forecast projects increases in the local cost of program operations of
$12.1 million principally to fund the costs of employee compensation adjustments and juvenile
justice system program enhancements.

Costs of employee compensation - $7.7 million

The current contract with SEBA, and the recently approved contract with SBPEA, both include
significant increases in local cost.  The local cost of the safety contract totals slightly more than
$1.6 million; for the general employee contract, the local cost is projected at $6.1 million.

Juvenile Court regionalization - $3.4 million

In the fall of 1998, the Board approved additional funding to staff expansion of juvenile court
proceedings to the West Valley courthouse starting October of 1998.  Expansion of juvenile
court to the High Desert courthouse in July of 1999 was approved in concept as well.
Estimated staffing costs at that time assumed an anticipated doubling in juvenile caseload.  A
recent review of workload has shown that the anticipated increase in juvenile filings has not
materialized.  The recommended full year staffing levels have been reduced to reflect these

FUNDING REQUIREMENTS FOR 1999-2000

Costs of departmental/program operations
Employee compensation increases (7.7)
Juvenile court regionalization (3.4)
Other juvenile justice programs (1.0)
Inflation (0.9)
Internal service fund rate changes (1.9)
UltraScreen Theatre (1.2)
All other changes (0.4)

Medical Center debt and reserves (includes both new & continuation funding)

Medical center debt service reserve contribution (2.8)
Net medical center debt service payment (4.5)

Reserves funded with ongoing resources
Justice facilities reserve contribution (2.6)
Retirement rate stabilization reserve (1.5)

Total requirements funded with ongoing resources (27.9)

Contingencies and reserves funded with one-time resources
Appropriation for contingencies (4.0)
Economic uncertainties reserve contribution (1.0)

TOTAL REQUIREMENTS (32.9)
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lower caseloads.  This assumes that some existing juvenile court support resources may need
to be reallocated, between the three court locations.  Even with this reduction, the ratio of staff
to filings in the three locations will increase substantially from current levels.

Other juvenile justice program costs - $1 million

San Bernardino County continues to be one of the few counties in the state whose placements
in the California Youth Authority are increasing.  For 1999-00, costs of placements in CYA are
projected to increase approximately $700,000.  In addition, $334,000 for staff and vehicles to
transport minors to the new medical center in Colton is also recommended for funding.  Finally,
staffing to double bunk the first 20 rooms at the West Valley juvenile detention center will cost
an additional $657,000.

Because additional program revenues are available to fund a portion of Probation treatment
programs previously financed with local dollars, the net local cost of these three program
increases is expected to be approximately one million dollars.

Inflation - $0.9 million

Based on a projected inflation rate of 1.5%, inflation-related increased costs of goods and
services are projected to require an additional $923,689 in local funding.

Internal service fund rate adjustments - $1.9 million

In order to ensure continued operation of the county’s telephone and information services
operations, rate adjustments are needed which will require $926,133 in additional local cost.
In addition, a new rate has been established associated with the new Y2K compliant EMACS
payroll system for a local cost of $279,935.  The budget also includes $500,000 for increasing
costs of contract programming services as we approach year 2000.  General liability rates
have also been increased at a local cost of $192,436 in order to maintain that self-insurance
program.

UltraScreen Theatre - $1.2 million

The current year budget had anticipated that a successor to the county would assume
operating and financial responsibility for the UltraScreen Theatre in 1998-99.  This has not
occurred.  Based on current experience, an additional $1.2 million in general fund support is
projected to be needed for 1999-00.

All other changes - $0.4 million

A number of other smaller changes in programs are also included in the 1999-00 financing
plan.  These include a $175,000 reduction in the costs of unemployment insurance payments;
$230,000 in additional economic development funding to continue funding efforts undertaken
in the current year on such initiatives as the Quad State JPA and the Glen Helen Specific Plan;
and the mandated $50,717 increase in the county’s support for LAFCo.

It should also be noted that caseload increases in foster care and IHSS ($1.1 million additional
local cost), as well as increases in Children’s Services, Foster Care, CalWORKs and Adult
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Protective Services program funding previously authorized by the Board in the current year are
recommended for funding in 1999-00.  However, these will be accomplished without requiring
additional local cost support.  This is due to a combination of savings from dropping welfare
caseloads, and growth in program revenues including social services realignment.

Medical Center debt service and reserves

The first payment on the ARMC debt comes due in 1999-00.  The local cost of this payment is
projected to be $4.5 million.  This is funded entirely from ongoing financing sources, as is a
recommended contribution to the medical center debt service reserve.

The following chart summarizes the financing plan recommendations concerning the ARMC
debt:

It should be noted that this schedule assumes a 70% reimbursement rate through the
1732 program and other categorical hospital revenues.  The actual reimbursement will not be
determined until occupancy of the building takes place and negotiations can begin.

By making the recommended $2.8 million contribution to the medical center debt service
reserve, the balance in that reserve will be $14.3 million at the end of 1999-00.  This balance is
intended to provide a cushion for the period beginning in 2000-01, when the larger, full-year
ARMC debt payments begin.

Contingencies and reserves

The financing plan includes the following provisions for financing these special categories of
obligations:

Contingencies Funding

RECOMMENDED FINANCING
Continuation of 1998-99 financing level 4.4
Redirection of savings from reduction in other debt costs 0.9
Additional categorical health revenues 2.0

Total recommended financing 7.3

NET ARMC DEBT SERVICE PAYMENT (4.5)

BALANCE OF RECOMMENDED FINANCING
(Recommended to go to medical center debt service reserve) 2.8
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Board policy requires that contingencies be funded at a level equal to 1.5% of general purpose
revenues.  For 1999-00, this requires a contingency appropriation of $4 million.

Other Reserves

The financing plan recommends continuation of two other reserve contributions originally
begun in 1998-99.  These include the $587,115 contribution toward the reserve for the
maximum-security juvenile detention center located adjacent to the West Valley Detention
Center, and the $2 million for court and high desert detention facilities.  The latter contribution
is funded by a combination of $1 million in trial court MOE savings, and $1 million from the
federal marshal contract.

In addition to continuing these previous reserve contributions, two new reserve contributions
are recommended:

• As will be discussed later in this report, a reduction in the retirement rate is included in the
1999-00 budget plan.  Because of the uncertainty that remains concerning the total
eventual impact of the Ventura retirement decision, staff is recommending that an amount
equal to one-third of the retirement rate savings used in the budget plan be placed in a
retirement reserve – approximately $1.5 million.  This would provide a cushion against
future rate increases that might result once the pending litigation is finally resolved.

• After accounting for the $4 million contingency appropriation funding, the budget includes
$3.1 million in one-time funds.  Board policy requires that one-third of this remaining one-
time money – approximately $1 million - be directed to increasing general-purpose
economic uncertainties reserves.

FINANCING AVAILABLE TO MEET THE 1999-00 FUNDING NEED - $37.1 million

Partly as a result of the continued recovery in countywide unallocated revenues, and partly
due to the conservative fiscal policies adopted by the Board, the budget forecast projects a
balanced budget, with no departmental budget cuts and no one-time money being spent on
ongoing funds, for the second year in a row.  With growth in discretionary funding relatively
modest, however, several other funding options have also been recommended for use to
balance the budget.  These include the additional trial court funding MOE relief proposed by
the Governor, and retirement system savings.

The budget plan also recommends use of health program revenues and savings from
retirement of other debt to provide funding for the medical center debt payment and reserve
contribution.  Monies used in 1998-99 to fund reserve contributions are also recommended to
be used for that purpose again in the 1999-00 budget.
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Ongoing revenues/cost savings

In contrast to the budget plans of the early and mid-1990’s, the 1999-00 budget financing plan
uses no one-time funds other than fund balance.

Countywide unallocated revenues - $13.1 million

Modest growth in property related revenue continues, with a 3.5% increase in property taxes
projected to produce an additional $3.5 million in 1999-00.  While this rate of growth is higher
than at any time since the beginning of the recession, it remains substantially below the
12% average of the period before 1991.  Increases in property transfer taxes of $900,000 and
$500,000 of property tax administration fee are also projected, and Teeter program ongoing
revenues are anticipated to be $1 million higher than budgeted in 1998-99.

The 6% growth rate in vehicle license fees (VLF) of the current year is expected to slow to
approximately 5% in 1999-00, producing $4 million in additional revenues.  Sales tax revenue
is expected to increase $1.2 million from current budget.  This is comprised of $0.5 million in
overrealized revenue in the current year, $0.6 million expected from a 5% growth on this year’s
estimated taxable sales, and $0.1 million from a completed contractual obligation.  The county
contracted with an outside agency to audit sales tax revenues.  This audit generated
substantial additional income from the county and required payments of a 15% commission
over eight quarters to the contract audit firm.  Finally, net TRANs proceeds are projected to
provide an additional $2 million in available funding.

Proposition 172 revenues - $1.9 million

The Board had previously directed that Proposition 172 monies be allocated by formula for
distribution to the Sheriff, District Attorney, and Probation to assist in funding those

RESOURCES AVAILABLE TO MEET INCREASED FUNDING NEEDS

Ongoing revenues/cost savings
Increases in countywide unallocated revenues - ongoing 13.1
Prop 172 revenues used to fund Sheriff/DA/Probation increases 1.9
Trial Court Funding MOE relief 1.7
Retirement rate savings 4.5
Health program revenues available to help fund ARMC debt service 2.0
Savings from retirement of other debt 0.9
Prior year ongoing funding used for reserves recommended for use in 99-00 5.9

Total ongoing financing 30.0

One-time funding sources
1998-99 fund balance 7.1

TOTAL RESOURCES AVAILABLE 37.1
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departments’ program cost increases.  Prop 172 revenues totaling $1.9 million, or roughly 57%
of the total anticipated increase in these revenues next year, have been included to fund a
portion of those departments financing requirements for 1999-00.

It should be noted that this leaves $1.4 million of unallocated Prop 172 money available for the
Sheriff to use to meet high priority needs he may identify in his budget.

Trial Court funding MOE reduction - $1.7 million

The Trial Court Funding Act of 1997 (also known as AB 233) provided for a 1999-00 reduction
in counties’ maintenance of effort obligations that, for San Bernardino County, would have
totaled $2.8 million.  The Governor’s Budget, however, has reduced those savings to
$1.7 million.  While many legislators have objected to this reduction, and the additional funds
may be restored, prudence dictates that only the funding level provided in the Governor’s
Budget be included in this recommended financing plan.

When the Board acted in the fall of 1998 to regionalize juvenile court proceedings, staff
recommended that the additional MOE savings programmed for 1999-00 be utilized to fund the
majority of the enhanced service level, with other general fund financing covering the balance.
Because of the commitment made to the communities involved, staff is recommending that the
juvenile court expansion proceed.  However, it must be recognized that this requires more than
$1.7 million in general fund support.

Should the full $2.8 million in MOE reduction eventually be approved in the state budget, it is
staff’s recommendation that those additional funds be directed to funding the juvenile court
expansion.  This would free general fund money for other high priority funding needs as the
Board may direct.

Retirement system savings - $4.5 million

The retirement system continues to benefit from the county’s pay-off of its retirement system
liability in 1994.  Both earnings and assets of the system continue to grow at double-digit rates.
As a result, rate reductions for both general and safety were adopted by the Board of
Retirement to take effect in July of 1999.  The total local cost savings from these rate
reductions in 1999-00 is projected to be $2.6 million.

In addition, analysis of the costs of debt service on the county’s pension obligation bonds and
the current amount being collected to pay that debt service reveals that the current rate set for
debt service would result in an over-funding of the obligation.  A local cost savings of
$1.9 million from an adjustment in this rate is also included in the financing plan.

Health programs funding available to fund ARMC debt service - $2.0 million

Part of the plan for funding the cost of medical center debt service involves use of categorical
health program revenues.  For 1999-00, an additional $2 million in these revenues is available
to pay a portion of the net debt service obligation.

Savings from retirement of other debt - $0.9 million



1999-00 Budget Forecast
March 16, 1999
Page 13

As with the categorical health program revenues discussed above, savings from retirement of
other debt is also recommended to help fund the 1999-00 medical center debt service
obligation.  In 1999-00, an $873,184 reduction in other debt service costs is recommended to
help offset medical center debt service costs.

Prior year ongoing revenues previously used to fund reserves - $5.9 million

These are ongoing revenues included in the 1998-99 budget that have been used in the
current year to help fund reserves.  With the recommendations earlier in this report to continue
these current year reserve contributions, it is also recommended that these revenues be
directed to that purpose again.

One-time funding sources - $7.1 million

As noted previously, the only one-time funding source proposed for use in the 1999-00 budget
plan is the projected $7.1 million fund balance discussed earlier in this report.

REMAINING FUNDS UNALLOCATED IN THE BUDGET PLAN

After providing for all the required cost increases and reserve contributions identified in the
budget plan, $4.2 million remains unallocated.  Of this, $2.1 million represents one-time
funding that, by Board policy, is to be directed to one-time needs or to further increasing
reserves.  The remaining $2.1 million comes from ongoing funding on which there are no
policy restrictions.

Sources of Funding - ONGOING 30.0
Funding Needs - ONGOING (27.9)

Available ongoing funds 2.1

Sources of Funding - ONE-TIME 7.1
Funding Uses - ONE-TIME (5.0)

Available one-time funds 2.1

As part of the development of the budget plan for 1999-00, Board direction is requested as to
the use of these funds.  The Board may wish to defer any immediate action, waiting until
presentation of the proposed budget to see what unmet program needs departments may
identify.  A decision may also be deferred pending resolution of the outstanding issues
identified in the next section of this report, or further evaluation of the long-term budget
priorities discussed in the final section of this report.
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OUTSTANDING ISSUES

There are, in addition to the state budget, a number of outstanding issues that could impact
the county budget, as well as a number of potential funding sources not included in the
financing plan.  These include:

• Trial Court funding
• Additional judgeships
• Medical Center net debt cost
• Tobacco litigation settlement monies
• Interest allocation error repayment
• Proposition 10 funds
• MOUs/labor contracts

Trial Court Funding

In the 1998-99 budget, a savings of $8.7 million was included from the implementation of
AB 233, the Trial Court Funding Act of 1997.  These savings were achieved from the statutorily
authorized reduction in the county’s financial maintenance of effort obligation for trial court
support.  These funds, plus an additional $2.3 million in other general fund monies, were
directed to a variety of law and justice system improvements and costs, specifically:

Increases in judicial benefits     0.4
Contribution to justice facility reserve   1.0
Contribution to juvenile max security unit reserve      0.6
Increases to funding for indigent defense   3.2
Funding for population increases at juvenile hall   1.5
Funding for increased probation youth out-of-home placements   4.3

TOTAL 11.0

As noted earlier in this report, current law provides additional fiscal relief of $2.8 million for San
Bernardino County in 1999-00.  Based on that statutory commitment, last fall the Board took
action to fund staff to support expansion of juvenile court proceedings to the West Valley and
Desert courts, using the $2.8 million of anticipated trial court MOE reduction as the principal
funding source.  Despite the Governor’s current proposal to defund a portion of that MOE
relief, it is staff’s recommendation that the commitment to juvenile court expansion be funded,
using additional general fund resources to close the funding gap.

In addition to this $1.1 million unanticipated cost, another issue has arisen which presents a
potential for substantial additional cost to the county.  The courts are disputing the county’s
right to a number of categories of revenue totaling between $4.8 million and $7 million.  The
revenues at issue are those which the county had relied on prior to the passage of AB 233 to
help fund the costs of trial court operations, and which since AB 233 took effect the county has
utilized to help fund the county’s maintenance of effort obligation.

In order for the county budget to remain unaffected, these revenues would need to continue to
flow to the county at the same level as in 1997-98.  This financing plan assumes that a
resolution is possible that will allow this to occur.  Should this not be the case, other
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adjustments would be needed to close the resulting budget gap.  It would be staff’s
recommendation that the Board consider those program enhancements that have been funded
from the Trial Court MOE savings, to the extent any of those enhancements are discretionary
expenditures, in order to close that gap.

Future additional judgeships

While the state is now entirely responsible for the costs of judges and court staff, the rest of
the criminal and juvenile justice system remains a county responsibility.  This includes district
attorney, public defender, and probation staff.   For each judgeship, these costs could exceed
$600,000.  It is anticipated that additional judgeships could be approved for San Bernardino
County as early as next year.

Medical Center net debt service costs

The net cost of the debt service payment on the Arrowhead Regional Medical Center is based
on an assumption that approximately 70% of the debt service will be covered by AB 1732
reimbursement and other categorical hospital revenues.  However, the actual reimbursement
rate will be set based on discussions with the state that can begin only after the county opens
the new facility.  Thus the actual reimbursement rate may be higher – or lower – than is
projected in the budget plan.

Tobacco litigation settlement proceeds

Based on the schedule for distribution of tobacco lawsuit proceeds, the county could receive
as much as $24 million by the end of 1999-00.  The actual level of revenue is dependent on a
number of factors outside the county’s control.  It has been suggested that this money could
be at risk of being offset against other state or federal revenues the county currently receives.

Some of these uncertainties may be resolved during the 1999-00 budget year.  Others may
require years to resolve.  As a result, none of these revenues are included in the county’s
financing plan.

 Interest allocation error repayment

Due to a programming error in the interest apportionment system, approximately $9.4 million of
the interest owed to the county over the past five years has been erroneously paid to other
entities, including school districts, special districts, and the state.   Discussions are currently
underway as to the best way to correct the error, including the time period over which the
repayment should be made.  Because these are one-time monies, they would be directed to
one-time funding needs, capital projects, debt reduction, or reserve replenishment.

Proposition 10 funds

As a result of the passage of the Proposition 10 initiative last year, substantial increases in
funds are expected to flow to early childhood development and education programs, as well as
to programs to improve prenatal care and education.  These funds are intended to supplement
existing efforts, and will be administered by an independent commission.  As such, they are
not considered in this budget process.
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MOUs/labor contracts

The cost of the current employee contracts with both SEBA and SBPEA are included in this
budget plan.  The general employees’ contract runs through the end of 2001.  However, the
Safety contract expires in 1999-00.  While the 1999-00 budget plan includes the 2.5% increase
programmed for July 1999, any other compensation adjustments which might be negotiated to
be implemented in the coming year would require additional funding.

ESTABLISHING LONG-TERM BUDGET PRIORITIES

In addition to the baseline service levels of current programs, and mandated program costs,
there remains a substantial number of issues identified by Board members, staff, and the
public as high priorities requiring consideration for funding.  These include:

• Detention facilities
• Court facilities
• Parks projects
• Deferred maintenance
• General fund support for fee-supported programs
• Booking fee reduction or elimination
• Justice system program enhancements
• Debt reduction
• Enhanced economic development activities

As part of the budget planning process, these issues are proposed for further discussion, with
the goal of establishing a strategic approach for meeting these various needs.  This is a
process that will require a substantial amount of effort over an extended period of time, and
that will need to be integrated into any overall strategic planning process that the Board and
the new CAO may initiate.  However, because they potentially impact the funding decisions
that need to be made during the 1999-00 budget process, they are briefly discussed below.

Detention Facilities

Increasing the number of juvenile detention beds to eliminate the need to overcrowd current
facilities or to turn away felony offenders has been frequently discussed as a critical priority for
this county.  Improving the current juvenile hall to better meet the needs of the more serious
offender population housed there today is also a high priority need, as is provision of adult and
juvenile detention facilities in the Victor Valley/Barstow area.

Status: $2 million annually is programmed to a reserve for future detention and
court facility development, and the county is submitting proposals for
additional state and federal funds.

Current reserve balance for future justice facility development (both
detention and courts) totals $1.6 million, with $5.2 million estimated by
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the end of 1998-99, and $7.2 million by the end of 1999-00 if the
recommended budget plan is implemented.

Court Facilities

This includes replacing or remedying the seismic issues of the historic central courthouse, and
providing additional courtrooms to meet anticipated growth in judges.  This also includes
possible courtroom or hearing room construction to reduce transportation of in-custody
defendants, and making necessary facility modifications to accommodate the more efficient
regionalized criminal courts approach recommended in the court master plan.

Status: $2 million annually is programmed to a reserve for future detention and
court facility development, and the county is submitting proposals for
additional state and federal funds.

Current reserve balance for future justice facility development (both
detention and courts) totals $1.6 million, with $5.2 estimated by the end
of 1998-99, and $7.2 million by the end of 1999-00 if the recommended
budget plan is implemented.

Parks projects

The Board has previously considered various parks projects ranging from infrastructure
maintenance, through basic service upgrades, up to major facility enhancements.  A number of
these are critical to preventing serious deterioration of the county’s parks assets; others offer
potential to repay the cost of the project by generating additional revenue.  These could be
done over time as resources are available, or as a single project.  However, pursuing these all
at one time would most likely require the county to issue COPs to fund the project.

Status:  No progress on this item to date.

Deferred maintenance on county facilities

During the years of the recession, the county’s capital improvement budget was reduced to
minimal levels, and most routine maintenance was deferred. This has left many facilities in
need of substantial repair work, without which these facilities risk more costly deterioration.
While in 1991-92 local funding in the capital improvements budget totaled $2.3 million, funding
today is only $665,000.  When approached on a cash basis, capital improvements can be
seen as one-time expenses, and so are potential uses of one-time funds.

Status: No progress on this item to date.  Current local funding for the capital
improvements budget is $665,000.

General fund support for fee-supported programs
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This includes land use services such as planning and building permit processing, as well as
quality of life programs such as museums, parks, and the cooperative extension.  General fund
support for these programs was first reduced and then eliminated to help balance the county
budget during the six years of structural deficit in the early and mid 1990s.

It must be noted that the state has continued to provide cooperative extension services to
county residents over the last five years despite the elimination of nearly all county funding to
support that program.  However, extension officials have advised county staff that continuation
of that program in San Bernardino County will require restoration of some level of county
general fund support for 1999-00.

It should also be noted that, with significant increases in employee compensation scheduled
for 1999-00, fee-supported departments such as Land Use Services, and self-supporting
programs such as parks and museums, will face substantial difficulty continuing current levels
of service without increasing fees or receiving some other form of financial support.

Status: No progress on this item to date.  The county has received a request from
the Cooperative Extension program for $137,000 in local funding for
1999-00.

Booking fee reduction or elimination

Discussions which began at the City/County Conference in November regarding the cities’
request for the county to reduce or eliminate the booking fee have continued, and a number of
options are being pursued.  To date, the discussions have centered around options to reduce
county costs or increase reimbursements from convicted detainees, with the savings or
revenues being used to help fund a reduction in the booking fee rate.

The cities have also suggested a county-funded reduction over time, or use of tobacco
settlement monies to replace booking fee revenues.   At the current rate, booking fees
generate $4 million in general purpose revenues.

Status: Current year increase was deferred by Board action on January 26.
Staff discussions concerning collections and cost reductions are
underway.

Justice system enhancements

In September, the Board considered a number of law enforcement, prosecution, and probation
program enhancement funding requests from the county’s law and justice departments.
These include increases in district attorney staffing, creation or expansion of Probation
programs for at-risk youth or first-time offenders to “break the cycle”, and various operational
needs within the Sheriff’s Department.  In the case of the Sheriff’s Department, most of these
are anticipated to be able to be funded through Prop 172 growth and federal Marshal contract
revenues.  In the case of the District Attorney and Probation, however, these resources are
lacking.

Status: The Board funded expansion of juvenile court proceedings in September
of 1998.
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Debt reduction/funding capacity

This includes:

• potential early elimination of debt by accelerating payments on existing debt issues;
• additional reserve contributions to debt service reserves such as the ARMC reserve; and
• reserves for future capital needs to allow the county to meet those needs without issuing

additional COPs.

Early debt elimination or establishment of reserves to allow a “pay as you go” approach to new
construction could be accomplished by using one-time monies.  Because of the size of the
ARMC debt and the uncertainties concerning federal and state reimbursement levels, ongoing
monies would be a preferable source for this debt reduction goal.

Status: The 1999-00 budget plan recommends continued contributions to the
medical center debt reserve, as well as contributions to reserves for
justice facility construction.

Enhanced economic development activities

The 1998-99 budget included $517,125 in general fund support for economic development.
Based in part on initiatives approved by the Board during the current year, additional funding
has been included for 1999-00.  However, this is an area where planning and coordination of
efforts with other governmental and business interests can have a substantial positive impact.

Status: Augmentation of $238,562 is included in the 1999-00 budget plan. This
brings the total economic development budget, including support for
outside economic development activity, contributions to local chambers
of commerce, participation in such inter-governmental efforts as the
Quad State JPA, and all other activities, at $755,687.

SUMMARY AND RECOMMENDATIONS

The budget plan presented in this report reflects the greatest degree of financial stability the
county has experienced since the beginning of the recession in 1991.  It fulfills the county’s
obligations on employee compensation adjustments, mandated programs, and reserve
increases.  Further, it does so without reliance on one-time funds to finance operations, and
without program reductions.

However, there are substantial risk factors remaining that will need to be addressed as budget
development proceeds.  And there are issues outstanding requiring Board review and
establishment of priorities, concurrent either with the adoption of the budget financing plan
today, or in anticipation of public hearings on the proposed budget.

With this in mind, it is the recommendation of this office that:
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1. the Board approve the 1999-00 budget forecast and financing plan as presented in this
report, with such changes as the Board may direct,

2. the CAO be instructed to issue budget targets to departments based on the assumptions
and recommendations included in this report; and

3. public hearings on the proposed budget be tentatively scheduled to begin Monday, June
14.

CTS:va

Rev 07/97


